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KEY ECONOMIC INDICATORS - THE BAHAMAS 
All values in U.S. $ million unless Exchange rate: 
otherwise indicated U.S.$1.00 = B$1.00 
1974 1975 1976 Change 

TOURISM 

Tourist arrivals (millions) 1.39 1.38 ‘ +1.65 
Visitor days (millions) 6.48 6.23 +1.3 
Average length of stay (days) 7 6.9 -2.9 
Tourist expenditures(estimate) 328.0 317.51 ° +9.1 


MONEY & PRICES 


m1 (2) 75.7 73.0 82.7 
Savings 45.6 44.9 48.8 
Fixed deposits 68.8 89.8 112.0 
Interest Rates 
Prime rate 9.5¢ 9.5% 9.5% 
Discount rate 8.6% 743% 7.4% 
Treasury Bill rate 7.44% 6.643% 5.81¢ 
Retail Price Index (b) 124.2 13750 143.9 


BALANCE OF PAYMENTS & TRADE 
Government Revenue 115.4 120.4 134.3 411.5 
National Debt 141 142.3 158.4 411.3 
Public (total direct charge) 108.2 L2%.3 139.4 +18.8 
Contingent liability 32.8 24.9 19.0 -23.7 
(public corporations) 
Public Debt Service Ratio (C) 6.3% 16% 14% -12.5 
Official Foreign Reserves 49.7 52.3 47.4 -11.1 
Balance of Payments 
(Change in Int.Reserves) 6.5 sey -5.9 -259.5 
Visible Balance of Trade (dq) -215.3  -178.9 -151.3 +15.4 
Exports fob(d) 122.8 116.2 127.6(e) + 9.8 
U.S. share 61% 48% 69.9% +46 
Imports c.i.f. ‘%) 313.5 230.7 278.9 +20.9 
U.S. share (f) 67% 73% 71.2¢(e) -2.5 


CONSTRUCTION & POWER 
Building starts New Providence 
Number of buildings 402 445 548 +2342 
Value $18.0 $15. $31.3 +104 .6 
Building starts Freeport 
Number 67 115 89 -22.6 
Value $5.2 $3.4 $2.5 -26.5 
Electricity Produced (mill.kwh) 
Nassau ank 319 286 -10.3 
Freeport 205.2 286.8 246 -14.2 
Footnotes 
(a)Ml = currency in active circulation plus demand deposits with banks 
and Central Bank; (b) 1971=100 (Nassau); (c) Interest & 
Redemption/Govt. Revenue; (d) All trade figures exclude oil 
because statistics on oil when available are unreliable; 
(e) Fourth quarter estimated; (f) Leading imports from US(1975): 
Food $27.9; Organic and Inorganic chemicals $13.8 (largely 
re-exported); Motor vehicles $7.7; Refrigerators and air- 
conditioning units $7.6; Clothes $5.2. 





SUMMARY 


The Bahamian economy has weathered the world-wide 
economic difficulties of the last few years better 
than most developing countries. The Bahamas maintains 
positive foreign reserves and enjoys a low annual rate 
of inflation of 4.2%. 


The biggest economic problem facing The Bahamas is 
unemployment which jumped from 8.6% in 1973 to 21.2% 
in 1975 mainly because of a large influx of teenagers 
into the labor force. 


Tourism continues as the reliable mainstay of the 
economy. The 1976/1977 winter season was a particularly 
good one. Freeport had its best season in eight years 
and two hotels, closed for two years, will re-open in 
1977. 


Imports which dropped substantially in 1975 increased 
in 1976 as consumer spending and construction picked 
up. The U.S. continued to increase its already 
dominant share of the import market with over 70% in 
both 1975 and 1976 (excluding oil). 


The Bahamian Government continues to seek and encourage 
new foreign investment on a middle to large scale. 
Foreign investment in small retail or distributive 
trades is not encouraged, however. Opportunities 

exist both for U.S. investment and exports in tourist 
support and export oriented industries, import 
substitution and in areas related to international 
shipping. 





CURRENT ECONOMIC SITUATION AND TRENDS 


The Bahamas can be classified as a fairly stable middle-income 
developing country whose economy, while not growing, is at 
least holding its own. Because of the extreme openness of the 
economy, many of the economic problems facing The Bahamas are 
due to the poor world-wide economic situation of the last few 
years and in particular the downturn in the American economy. 
The single biggest economic problem is growing unemployment, 
from 8.6% in 1973 to 21.2% in 1975. 


The main reason for this astronomic increase was that more 
people were looking for fewer jobs. The labor force expanded 
largely because of teenagers leaving school and 75% of them 
did not find jobs. Over 25% of the unemployed were in the 
14-19 age group. It should be noted that the rate of 
unemployment for heads of households was 13% and that The 
Bahamas has a high percentage of people aged 14 and over 
participating in the labor force (41% compared to 43% in the 
U.S.). 


The unemployment problem will not be resolved easily nor 
quickly as The Bahamas has a very high population growth rate 
of 4.4%. If that rate is maintained the population will 
double by 1985. Although the birth rate is fairly high (22.4 
per 1000 compared to 15 in the U.S. and 30.4 in Jamaica) 82% 
of the growth rate is caused by immigration - mainly West 
Indian. The social, political and economic implications for 
a country where 44% of its population is under the age of 15 
are obvious. 


According to an as yet unpublished 10 year Development Plan 

for The Bahamas, 10,000 new jobs must be created by 1985 

to give an unemployment rate of 4-5% and it will take a yearly 
investment of $200 million from both private and public sources. 
Although the Plan looks to primary production and manufacturing 
for the major growth in the employment market, other experts 
still look to tourism as the sector with the greatest growth 
potential. 


Tourist Industry: Tourism is still the dominant sector of the 
economy (generating an estimated 77% of GNP and over 60% of 
foreign exchange) and the most popular non-U.S. offshore 
destination in the western hemisphere. The Bahamas received 


75% more visitors than Jamaica and Bermuda combined although: 
it has 30% fewer hotel rooms. 


Tourist arrivals were back up in 1976, after losing ground in 
1974 and 1975 largely because of the energy crisis. Visitor 
days, tourist expenditures and hotel occupancy rates also 
increased. 





Freeport, which has been particularly hard hit in the past, 
is having its best winter season since 1969. ‘Two hotels, 
which have been closed for two years, have been recently 
purchased by the Grand Bahama Port Authority and the 
Government respectively and will re-open in 1977. The Port 
Authority has lengthened the runway at the airport so that 
long distant charters can take off and it hopes to have a 
U.S. Customs and Immigration Preclearance facility by the 
end of 1977. 


Tourism growth in The Bahamas is directly linked to the 

growth in U.S. GNP (3% to 1% respectively) so as the U.S. 

economy improves one can assume tourist arrivals will increase. 
Another positive link exists between tourist arrivals, employment 
and the tourist budget. The tourist budget increased to $9.9 
million, a 12.1% increase in 1976, with media costs increasing 
by 8-11%, that leaves a small real budget growth figure of 
approximately 1-3%. 


Tourism, in both the short and long term, will remain the 
mainstay of the economy and, given growth in the two factors 
listed above, should continue to expand. The possible opening 
of tourism in Cuba is expected to have marginal impact on The 
Bahamas. Another long term factor affecting tourism will be 
how well the Government and the community handle the potential 
problems stemming from growing teenage unemployment. 


Trade Figures and Patterns: The trade figures appearing in the 
table of key economic indicators are from the Bahamian 
Department of Statistics. Crude oil imports and oil product 
export figures are not included because there are no accurate 
statistics available for this category. The major exporters 

of oil into The Bahamas in 1975, with approximate value figures, 
were: Saudi Arabia ($1025.3 million), Nigeria ($472.7 million) 
and Libya ($388.6 million). The U.S. is the major recipient of 
oil exports from The Bahamas. 


The solid increase in imports (+21% during 1976), after 1975's 
sharp drop (-26.4%) was reflective of a recovery in both 
consumer spending and construction. The U.S. share of the 
import market continued to increase accounting for over 70% 

in both 1975 and 1976 (excluding oil). 


The Bahamas' Balance of Payments (change in international 
reserves) managed to remain positive until 1976 when it had 

a deficit of $5.9 million. The failure of official reserves 
to increase is largely accounted for by an outflow of capital 
caused by the sale of foreign-owned property to Bahamians. 
There was actually an increase in property purchased by 
foreigners but not enough to offset that which was sold. There 
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was also a drop in direct investment from $40 million in 1975 
to $8 million in 1976 as major capital works projects of off- 
shore companies were completed in 1975. It should be noted, 
however, that although official reserves did not increase in 
1976 they were still positive at the substantial level of 
$47.4 million, and they did increase in the first quarter of 
1977. 


Financial Community: The Bahamas is now firmly established 

as a major international banking center. There are over 100 
bank branches dealing primarily with Eurodollars and many more 
doing so secondarily. Because The Bahamas is a tax haven (no 
inheritance taxes, successor taxes or death duties) as well as 
a financial center, there is also a large Trust business in 
The Bahamas with mainly a European and British clientele. 
Banking generates approximately 9% of the employment in The 
Bahamas and had the lowest rate of unemployment of any industry 
(only 1.3% in Nassau). The Central Bank is particularly well 
managed and enjoys a high rate of confidence from the banking 
community. 


Construction Industry: 1976 was the best year for construction 
Since the boom of the late 1960s ended when an excess of hotel 
rooms became available because of overbuilding. The halt in 
hotel building caused a dramatic decline in the construction 


industry as hotels had accounted for 60% of all construction. 
The value of building starts on New Providence was up 105% over 


1975 and more residences were begun than since 1972. Major 
construction projects started in 1976 included the Club 
Mediterranee on Paradise Island and the new Government-owned 
television station. Work may soon begin on a $6 million casino/ 
convention center at Cable Beach and on a new defense complex. 


Freeport construction continued in the doldrums as most major 
projects were finished in 1975. A $3-$4 million rennovation 
and expansion project has been announced for the Lucayan Beach 
and Lucayan Carlton Hotels in Freeport recently purchased by 
the GCOB and Grand Bahama Port Authority respectively. Figures 
are not generally available for the Family Islands but $800,000 
was spent on construction at the A.I.D.-financed Agricultural 
Project (BARTAD) on Andros and over $400,000 more will be spent 
in 1977. Three additional Club Mediterranees are planned for 
Family Islands in the near future. 


Industrial Sector: Bahama Cement (a totally owned subsidiary 
of U.S. Steel) will cease operating in June or July of 1977. 
The decision to close followed over two and a half years of 
operating at less than half capacity. Decreased demand was 
due to a construction slump in its primary market, Florida. 
Also, the increased cost of fuel in The Bahamas and the type 
of process used raised the price to non-competitive level in 
the U.S. There is a good possibility, however, that the plant 
will be converted to manufacture another product. 





The Bahamas Oil Refining Company (BORCO) is still operating 
its refinery at less than half capacity but the first quarter 
of 1977 saw the highest input of crude since BORCO opened 
five years ago. The transshipment end of the business is 
significant and steady at about 75% of capacity. The Burmah 
Oil Transshipment Terminal (jointly owned with the Bahamas 
Development Corporation) is also having its best year since 
it opened two years ago. 


Other than these export-oriented industries - oil, steel pipe, 
steroids, rum, salt and aragonite, the industrial sector is 
still highly limited. Local industry includes a soft drink 
bottling plant, two canning plants, costume jewelry production, 
straw handcrafts, perfume and cologne production, dairies, 
bleach and a cottage industry of handprint fabrics. The near 
future should see the addition of a locally produced beer 

and manufacturing of soap and edible oils. 


Agriculture and Fisheries: Local production of winter vegetables 
and citrus and bananas is increasing. Three hundred acres of new 
land were brought into production in 1976. Five new packing 
houses were built on the Family Islands. Statistics are just 
beginning to be kept but approximately 400,000 bushels of 
tomatoes were produced during the winter season. Efficient 
marketing and standardization are key problems which both the 
private and Government sectors are trying to solve. 


The crawfish industry in The Bahamas has been doing quite well 
since non-Bahamian lobster fishermen were banned from The Bahamas 
Banks in July 1975. In 1975 1.2 million pounds of lobster tails 
were produced at a value of $4 million and in 1976, 1.76 million 
pounds of tails were caught at a value of $7.4 million. Over 90% 
was exported. This compares with values of $1.7 million and 

$2.3 million for 1973 and 1974. 


Government Policy and Action: The basis for the Government's 
policy on development, industrial diversification and investment 
remains as expressed in the 1972 White Paper on Independence. Its 
basic premises are threefold: effective control over the national 
economic environment; maximization of benefits to The Bahamas 

from domestic and foreign investment; increased Bahamian ownership 
and/or participation in business activity where feasible. 


Specific actions have been taken since 1975 to meet these goals. 
Some of the measures are discriminatory in that they charge higher 
fees or apply only to non-Bahamians, e.g. work permit, stamp and 
company fees were increased and minimal property taxes were 
levied. Although concern was expressed in some quarters that 
these actions would prove harmful to the economy, the actual 
impact was negligible. Numerous "suitcase" companies did 

dissolve because of the higher company fees (up to $1000 annually 





from $250). However, these companies were incorporated for 
the sole purpose of having a Bahamian address and provided 
few if any economic benefits to The Bahamas. The largest 
companies, while not delighted with increased costs, 
appreciate the Government's need to find new sources of 
revenue and, in some cases, are sensitive to the need for 
Bahamianization. 


The ruling Progressive Liberal Party (PLP) issued guidelines 
during its 1975 Convention for small retail and distributive 
trade businesses to be totally or majority Bahamian owned in 
five to ten years respectively. The Prime Minister has stated 
that no legislation is envisaged with respect to these guide- 
lines but that the Government's goals will be accomplished 
over a period of time by the use of administrative tools such 
as issuance of work permits. The Government is still actively 
seeking and encouraging middle to large scale foreign invest- 
ment, however. 


The GCOB is fully aware of the realities of the Bahamian 
economy: the over-riding importance of tourism; the extreme 
openness of the economy; and the necessity of providing a stable 
political and social environment. While taking action to ensure 
the health of tourism in The Bahamas, the Government is still 
striving to diversify the economy in order to decrease its 
dependence on one sector; create more employment for Bahamians, 
and reduce to some extent their reliance on imports. Diversifi- 
cation efforts included the passage of legislation in 1976 with 
a view to The Bahamas becoming a flag of convenience nation. 


To alleviate the almost total dependence on imported food, the 
Government is pushing the development of agriculture and looking 
for ways to exploit the fishing resources of its territorial 
waters. USAID is assisting through an agriculture research, 
training and development project on Andros Island (BARTAD). 
Agriculture, for the most part, has traditionally been subsistence 
farming. The UNDP is helping train Bahamians in modern fin 
fishing methods. To make the most of the expansion of the local 
crawfish industry that has taken place in the last two years the 
GCOB has plans for a modern fish-handling complex in New Providence 
including landing areas, fuel and ice supplies, a fish processing 
area and proper storage facilities. Ten facilities are also 
planned for the Family Islands. 


A stable political and social environment is a fundamental 
requirement for an economy based on tourism and the outlook for 

that stability is good. The major political parties are 

committed to principals which would foster the environment 

needed for economic growth, investor confidence and political 
stability. When assessing the economic future of The Bahamas, it 
should be remembered that it is an extremely open one and that it 

is particularly influenced by shifts and changes in the U.S. economy. 





IMPLICATIONS FOR THE UNITED STATES 


Trade Prospects: The United States is the trading partner of 
The Bahamas. U.S. consumer goods have the competitive edge, 
because Bahamians are heavily exposed to Miami television, radio 
and newspaper advertising and because of the high quality, 
shorter delivery time, lower freight costs, ease of ordering, 
and better financing. In addition, the Commonwealth Preference 
Tariff which gave goods from Commonwealth countries a lower duty 
advantage was abolished in 1976. 


U.S. exports accounted for over 70% of all Bahamian imports 
(excluding oil) in 1975 and 1976. The trend in both short and 
long term is for increasing U.S. dominance in every category. 

In 1975 the U.S. increased its share in every major category and 
had well over 70% in all but one (beverages and tobacco). 


Major export opportunity should arise for food processing, freezing 
and refrigeration equipment; equipment related to the on-going 
improvement of the water and sewerage systems in Nassau (backed 

by an IBRD loan). The new local television station is being 
equipped by an American firm and any future supply needs will 
certainly be filled in the U.S. as will those of the telephone 

and electric companies. 


Investment Outlook: Since Independence in 1973, foreign investors 
and potential investors have experienced a flurry of nervousness 
from time to time. The latest case of investor jitters, caused by 
recent increases in fees and the PLP guidelines on Bahamian owner- 
ship, is already beginning to dissipate. This occasional nervousness 
will probably continue as long as the Government is making decisions 
which further implement its basic but often conflicting goals of 
increased foreign investment, increased Bahamianization and 
increased revenue without damage to its tax-haven status. In spite 
of this reoccurring apprehension and other minor irritations, 

The Bahamas will continue to provide a stable environment for 
middle to large foreign investment. 


Investors in The Bahamas, both foreign and domestic, benefit from 
the tax-haven status of the country, e.g. there are no corporate, 
capital gains, profits or personal income taxes. Other incentives 
for investors are offered through the Industries and Hotel Encourage- 
ment Acts. These grant relief from import duties for plant 
machinery, tools, equipment, raw materials and in the case of 

hotels, the material and furnishings imported for constructing a 
hotel. 


U.S. investments, estimated at just over $l billion, account for 
more than half of direct foreign investment in The Bahamas. The 
largest single U.S. investment is the BORCO refinery and trans- 
shipment terminal ($300 million) with the tourist sector accounting 
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for the major share of other U.S. investments. Other estimated 
direct foreign investment is: Canada - $300 million; U.K. - 
$145 million, and Germany - $10 million. 


Both Government officials and private individuals who are 
concerned with attracting new investment to The Bahamas are opti- 
mistic for the future. They view the following factors as ones 
which will greatly improve investor interest: the advent of 
One-Stop Charters (OTC); implementation of the Generalized System 
of Preferences of the 1974 U.S. Trade Act; the ACP Lome Agreement 
(an agreement with the EEC which accords tariff benefits to 
certain developing countries); and the hoped-for up-turn in the 
U.S. economy. 


The Bahamian Government is actively seeking new foreign investment 
and opportunities exist for investment in export-oriented, tourist 
support, import substitution, light industries, and in areas 
related to international shipping, i.e. insurance, dry dock 
facilities etc. Opportunities in tourist and resort developments 
are still excellent in the Family Islands. Capital-intensive 
investments with an already established market are the most 
propitious for the Bahamian situation. 


As Bahamianization of the work force is one of the principal aims 
of the Government, the use of foreign personnel should be limited 
as far as possible. Work permits are issued to expatriates when 
no qualified Bahamian can be located to fill the position. While 
not required by the GCOB, it would be useful if investors 
considered their manpower needs over a two to five year period 
and prepared a realistic program of. Bahamianization - including 
training - for as many positions as possible initially held by 
expatriates. 


Prospective investors should contact the Ministry of Development 
(P.O. Box 1611, Nassau, The Bahamas) and the Bahamas Development 
Corporation (P.O. Box N-4940, Nassau, The Bahamas) and are 
invited to discuss their projects with the Economic/Commercial 
Section at the American Embassy (P.O. Box N-8197, Nassau, 

The Bahamas), located on Queen Street. Telephone 809-322-1700. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 








EAST-WEST TRADE 


Market Data Package 


A New Market Research and Evaluation Tool 
Custom-Made for Your Company’s Product Line 


Each Market Data Package contains: 
e Projected U.S. export potential in eight Communist countries. 


e Exports, including trade shares, by the United States and other Western 
nations to the Communist countries. 


¢ Communist country exports to the United States and other Western nations. 
© Detailed U.S. export-import trade with each Communist country. 


e Names and addresses of the Communist country Foreign Trade Or- 
ganizations purchasing your product. 


The eight Communist countries are: 


The U.S.S.R. German Democratic Republic 

Bulgaria Poland 

Czechoslovakia Romania i) 
Hungary People’s Republic of China , mm 
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SEND FOR YOUR FREE 
BOOKLET DESCRIBING Name_ 
the East-West Trade Market 

Ad 
Data Package and find out how cae 
to order the data package in Y, 
which you are interested. Company, Title 


Mail To: 


Office of East-West Trade Development, MDP 
Bureau of East-West Trade 

U.S. DEPARTMENT OF COMMERCE 
Washington, D.C. 20230 





